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MR. PATTON: It is 2:44 p. m,
Monday, September 24, 2012. Thomas M. Patton,
Deputy Attorney General, speaking, with
Mi chael Mattson as an agent with our
Department of Justice, and he's here assisting
me . And we're recording the interview, and we
have with us this afternoon --

Go ahead and introduce yourself,
spell your |ast name for the record.

MR. HERMS: WIlliam Herms,
H- E- R- M- S.

MR. PATTON: And you are currently
empl oyed as?

MR. HERMS: The Chief of Staff to
Assembly Member Roger Hernandez.

MR. PATTON: Okay. Excel | ent.
Thank you.

And previously, you worked, | think,
for the Parks Department.

MR. HERMS: | did. | was the Deputy
Director for Legislation.

MR. PATTON: And tell us about your
Par ks Department career. How | ong were you
there?

MR. HERMS: | was there for
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approxi mately five-and-a-half years.

MR. PATTON: And the whole time you
were Deputy Director for --

MR. HERMS: For Legislation, yes.
There was a short period where | was the
acting Chief Deputy, | think that was a couple
of mont hs, but that was just to sort of fill
I n.

MR. PATTON: You say four-and-a-half
years?

MR. HERMS: Fi ve-and-a-half years.

MR. PATTON: Fi ve-and-a-half years
Deputy Director at Parks for Legislation.

MR. HERMS: Um hum.

MR. PATTON: So that entails, |
guess, being the legislative |iaison?

MR. HERMS: Yes. And so my duties
and responsibilities were, in essence, to be
the interface between State Parks and the
| egi sl ature as well as reporting to agency and
t he governor's office because the information
ki nd of goes both ways. It comes down from

the governor through State Parks over to the

| egi sl ature and then back again. So | would
take all calls from members and deal with al
Page 3
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| ssues that would come from that person.

MR. PATTON: Okay. So you must
have some background, | guess, prior to
di agnosi s --

MR. HERMS: Prior to working at
State Parks --

MR. PATTON: Yeah.

MR. HERMS: -- | was the Chief of
Staff to a member in the building. | was al so
a chief consultant to a policy commttee. I
was also a chief consultant to an oversi ght
comm ttee of the Joint Legislative Audit
Commi ttee.

MR. PATTON: Do you mnd telling me
which those were? You were Chief of Staff
previously to who?

MR. HERMS: Chi ef of Staff to
Assembly Member Parra, and | was chief
consultant to the Veterans Comm ttee, which
was Assembly Member Dick Dickerson, and then
when | was chief consultant to the Joint
Legislative Audit Comm ttee, that was also Ms.
Parr a.

MR. PATTON: Joint Legislative Audit

Committee. That sounds -- so you've got --
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how | ong were you consultant to them?

MR. HERMS: About a year, maybe a
little more.

MR. PATTON: Okay .

MR. HERMS: And | went from JLAC to
St ate ParKks.

MR. PATTON: That just got my

attention because obviously audits are going

on now.

MR. HERMS: Obvi ousl y.

MR. PATTON: Obvi ously. Al'l right.
So tell us -- you know, we'll just get
straight to the point. You' ve seen the news
reports.

MR. HERMS: | have.

MR. PATTON: And you may or may not
have seen some of the financial spreadsheets
at this point, the talk about a disparity in
fund reporting in the State Parks and
Recreati on Fund.

MR. HERMS: Since | left before this
became an issue, | haven't seen any data or
spreadsheets at all.

MR. PATTON: Okay.

MR. HERMS: Really the only thing I
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know is what |'ve read in the Sacramento Bee.

MR. PATTON: And you've probably
read that there's an issue about a
di sparity -- the Bee's reported fifty-four
mllion dollars --

MR. HERMS: Ri ght.

MR. PATTON: -- in disparate
reports. And we've taken a closer |ook at --
t hat was based on numbers attri butable to both
the State Parks and Recreation Fund and the
Of f Hi ghway Vehicle Fund --

MR. HERMS: Correct.

MR. PATTON: -- based on the most
recent report com ng out of Finance that there
was about twenty mllion -- twenty-and-a-half
mllion undisclosed in the State Parks and Rec
Fund and about thirty-three-and-a-half in the
OHV. And you're noddi ng your -- that's what
you've read. You're noddi ng your head.

MR. HERMS: That is --

MR. PATTON: You' ve read that?

MR. HERMS: That is what |'ve read,
yes.

MR. PATTON: And we've at this point

narrowed down our focus to the SPRF --
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MR. HERMS: Um hum.

MR. PATTON: -- Park and Rec Fund.
What we're hearing indicates that -- because
the numbers in the OHV over the years are sort
of all over the map. Some years - -

MR. HERMS: They are, yes.

MR. PATTON: And how do you --
you're nodding your head yes. How do you know
that ?

MR. HERMS: |'"ve -- because | do
| egi sl ati on --

MR. PATTON: Um hum.

MR. HERMS: -- there was some
significant |egislation on OHV, oh, early on,
within the first couple of years when | sort
of worked in Parks. So | know that there was
some restructuring of how the OHV fund
received its money. There was also -- as |
sort of stayed in touch with that, | know the
OHV di vision was | ooking to expand and buy new
| ands and facilities, and | know that they
were having trouble with that. And | know
that as the trust fund grew, because the OHV
di vision was not able to be successful to go

out and develop new facilities, as the bal ance
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in that trust fund grew, both admi nistrations,
both the Schwarzenegger and the Brown

admi ni strations, swept money from that fund to
fill the gap that we had in the budget.

MR. PATTON: Swept or borrowed?

MR. HERMS: The technical term would
be "borrowed", of course.

MR. PATTON: Okay. Well, we'll get
back to | ooking at some years at the OHV fund
and see if you have a recollection of any of
t hese | oans, sweepings and -- but then let's
shift gears for a mnute and tal k about the
SPRF fund.

Our review of this indicates that --
and Finance's review indicates that for some
period of time, and particularly -- for some
period of time, and it does go back at | east
t wel ve years, there was twenty or more mllion
of a disparity between what was reported at
the end of the year through the accounting
side of Parks Adm n Services to the
Controller's office and what was reported
budget-wi se to the Department of Finance. And
so what we're interested in knowing is what,

i f anything, other than what you've read about
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in the papers had you ever heard about any
reserve monies or anything at Parks.

MR. HERMNS: And | had never heard
anyt hi ng. | had never even heard a discussion
about the discrepancies in the numbers and
certainly nothing about a reserve. In fact,
during the time that | was there, especially
the |atter years, the concern was much more on
the department running deficit spending than
havi ng any kind of reserve.

MR. PATTON: So before we went on
the record, you said that -- and | told you
that |'ve -- we've talked with some peopl e who
know a | ot about this discrepancy, some who
say they have no knowl edge of it and some --
and you identified yourself as someone who
m ght fall in the m ddle. So what were you
referring to?

MR. HERMS: Well, | guess what |
have knowl edge is the discussions about the
department's budget, how the budget was
characterized to the executive team how I
felt the executive team -- or where | felt the
executive team believed the department was

fiscally. And so | guess | fall in the middle
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in that | had never heard any discussion of
the technical difference between what was
being reported to the Controller or to the
governor's office. That wasn't something | --

MR. PATTON: So tell me what you are
tal ki ng about . First of all, the executive
team woul d be?

MR. HERMS: The Director, the Chief
Deputy, the acting Chief Deputy, myself, the
Chi ef Deputy for Operations, the Chief Deputy
for Adm nistration, for Planning, for -- who
el se was in there. l'"mtrying to -- there
were -- we would have meetings every two
weeks, and it was all the deputies.

MR. PATTON: So all the other
di vi sion deputy directors?

MR. HERMS: Yeah, basically, yes.

MR. PATTON: And you were there
five-and-and-a-half years.

MR. HERMS: Yes.

MR. PATTON: So you were there '7,
'8, "9, "10, '11, and half of "'12.

MR. HERMS: Something |like that,
yeah.

MR. PATTON: So the Chief Deputy
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during your time, the acting Chief Deputy was
Mi ke Harris?

MR. HERMS: In the | atter years.
Early on was Romero, Paul Romero.

MR. PATTON: Okay. And so when you
started in '07, Paul Romero was the Chief
Deputy - -

MR. HERMS: Yes.

MR. PATTON: -- and M ke Harris was?

MR. HERMS: He was the Deputy
Director for Strategic Planning.

MR. PATTON: Okay. And at some
point, did he take over the Deputy Director
for Adm n Services?

MR. HERMS: | think that was before
| was there. When | was there, he was
never --

MR. PATTON: Okay.

MR. HERMS: -- Deputy Director for
Admi n Services.

MR. PATTON: Okay. Then he went
from Strategic Planning to taking Romero's
spot .

MR. HERMS: To being acting Chief
Deputy, yes.
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MR. PATTON: So you say, as part of

the executive team you were there at biweekly

meeti ngs - -

MR. HERMNS: Um hum.

MR. PATTON: -- where budget matters
are discussed. Tell me about those

di scussi ons.

MR. HERMS: Well, the discussions,
especially as the Schwarzenegger
admi ni stration began signaling that they were
going to reduce our budget and then ultimately
when the Brown adm nistration did reduce our
budget by twenty-two mllion, was how do we
deal with that, what are the i mpacts going to
be on the department.

There was a great deal of concern
about how the department would adjust in order
to be able to come up with twenty-two mllion
dollars in savings. And at no time do |
recall anybody being concerned that we were
going to have a surplus. The genuine honest
concern of everybody at the table was we've
got an ongoing reduction of twenty-two
mllion, and that's twenty-two mllion every

single year. There were --
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MR. PATTON: Not cumul ative -- not
an additional twenty-two more million --

MR. HERMS: No.

MR. PATTON: -- cut the next year
we're going to have to live with twenty-two
mllion |l ess each year --

MR. HERMS: Ri ght .

MR. PATTON: -- here on out.

MR. HERMS: Which means that the
department was going to have to reduce its
expenditures -- its annual expenditures by
twenty-two mllion and make them go away and
t hey can never come back.

MR. PATTON: Do you know how much
the Parks Department budget is total?

MR. HERMS: | was the |leg guy, not
the budget guy, but it -- I'm guessing, |I'm
guessi ng. It seems to me SPRF was somewhere
around ninety-something mllion or a hundred
m |l 1ion. Our General Fund came down to about
a hundred mllion, maybe a little under that.
Then we had some other funds that -- we'd get
some fed funds. That was the unusual thing
about State Parks is we had so many different

funding sources --
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MR. PATTON: Um hum.

MR. HERMS: -- and we were al ways
trying to project and keep track and determ ne
our funding projections as we moved forward
knowi ng that we were going to have to take
twenty-two mllion dollars of General Funding
out of the system

MR. PATTON: Yeah. That's pretty
consistent with the numbers we've heard, a
little over 100,000 in General Fund, a little
under in SPRF revenue fund for a total of
around 200, 000. And when all is told in al
t he other funds, OHV and everything else is
added in, it actually gets, | think, closer to
400, 000.

MR. HERMS: It does, yes, but those
are special funds that aren't necessarily
avail able to the department.

MR. PATTON: So the twenty-two
mllion out of the 200 mllion is -- sounds
| i ke approximately ten percent cut.

MR. HERMS: Uh- huh. And this after
a number of significant cuts over the | ast
several years. State Parks -- and again, |I'm

just going off memory, and this is a job that
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| haven''t

had for a while, so my understanding

was -- and

gave testimony to the

seen over

an eighty-mllion dollar

listening to the director

i n our General Fund over the | ast decade.

MR. PATTON: Um hum.

MR. HERMS: And so the twenty-two
mllion wasn't just an isolated twenty-two
mllion.

MR. PATTON: An eighty mllion

doll ar reduction in General Fund --

MR.

MR.

MR.

MR.

HERMS: Yeah.
PATTON: -- appropriation.
HERMS: Ri ght .

as she

| egi sl ature, that we’

d

reduction

PATTON: Do you recall anything

about how much SPRF revenue m ght have

had a feel

reduction or

what ?

because that's --

techni cal

i ncreased over that period of time so that you
for what the net operating
had things stayed the same or
MR. HERMS: | can't give you numbers
MR. PATTON: Yeah.
MR. HERMS: -- getting too
Page 15
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MR. PATTON: Yeah.

MR. HERMS: -- but | remember seeing
a graph --

MR. PATTON: Yeah.

MR. HERMS: -- that did bring all of
t hat together, and the graph was sloping in
t he negative direction --

MR. PATTON: Okay. All right.

MR. HERMS: -- so that when you
combined it all, State Parks was operating
with ess and | ess money year after year after
year, and that was sort of the baseline
under standi ng that the executive team had.

MR. PATTON: So what was the -- what
was the gist of the conversation about how are
we going to deal with this twenty-two mllion
dol l ar cut?

MR. HERMS: Well, obviously, there
were a number of conversations, but basically
It broke out into, well, do we spread this
across the entire system I n other words,

we' ve got 279 state parks, twenty or so

districts, do we just tell the twenty
districts you're all operating with | ess money
and the entire system spends | ess or -- and an
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argument was made that since there had been
such significant cuts over such a |long period
of time, the argument was referred to as the
death by a thousand cuts that if we tried to
do anot her round of reductions across the
system that there were going to be pl aces
where we were going to see public safety
comprom sed, we were going to see health

Il ssues and | aw enforcement issues and issues
t hat we had barely been keeping under contro
and in some places not keeping under control,
and it was going -- the twenty-two mllion
reduction across the board was going to
exacerbate that to a point where many in the
field felt that we couldn't go.

And so the argument was made t hat
what we needed to think about was identifying
those units that were most expensive to
operate with the | east amount of revenue, the
| east amount of visitation, and take those
units off |ine and move those dollars, in
essence, to the rest of the systemto keep the
maj ority of the system functioning at a safe
| evel . And so that was the debate as to which

way we should go.
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MR. PATTON: So this is where we get
into the discussion of park closures?

MR. HERMS: Exactly.

MR. PATTON: Okay. And you say some
of the more expensive and |l ess visited units.

MR. HERMS: Ri ght.

MR. PATTON: Okay. And so -- and a
pl an basically was drawn up to figure out how
to do that?

MR. HERMS: Ri ght . So what we did
was we brought our most experienced field
peopl e together, district directors and other

experienced park professionals, and we put

themin room And there were, |'m guessing,
twelve to fifteen, it's been quite a while,

but approxi mately. And we put themin a room,
and we gave them the charge of -- we're going
to take -- | think the initial charge for them

was give us a ten, a twenty, and a thirty
mllion dollar list, start giving us a ranking
because at that time we didn't know exactly
what the hit would be.

And so they began doing that, and
this was an ongoing process where they began

to ook at a number of parameters. And t hen
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Mr. Huffman (ph.) passed a bill -- oh, I'm
sorry. It wasn't a bill; it was in the budget
that instructed Parks to use certain

parameters to determ ne what parks should

remain open and what parks so be on the |ist,
and | believe that is -- it's been a while --
AB- 98.

MR. PATTON: Okay.

MR. HERMS: Something |ike that.

MR. PATTON: So a priority list --

MR. HERMS: A priority list with
the --

MR. PATTON: -- the parameters for
i dentifying a priority list --

MR. HERMS: Ri ght.

MR. PATTON: -- were specified.

MR. HERMS: And so you can i magine
that a park that is fairly remote that doesn't
get much visitation but still requires that it

has buil dings and so they have to be

mai nt ai ned, and so we still have to send crews
out there, we still have to have permanent
staff out there, yet it has little or no

revenue, and so the expense of keeping that

park open is much greater than a park where
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you've got much | arger visitation and so

forth.

So it wasn't just cost benefit
analysis, and if you | ook at the list of
criteria, you'll also see we | ooked at natural
resource assets, we | ooked at historic
resource as sets. We | ooked at a variety of
t hings that made parks unique so that even if
a park didn't make a | ot of money, but it told
a unique story that nobody else told, we felt

t hat that was i mportant enough to |l eave it

open even though we m ght be cl osing another

park that mi ght have better cost benefit

anal ysis numbers but doesn't have the natural

resources. So it was a difficult task. Al |
of these parks are unique and speci al. There
isn't a | ousy one out there.

MR. PATTON: Yeah.

MR. HERMS: And asking these
professionals to come up with this Ilist was
not an easy thing for them to do either.

MR. PATTON: | would i magine. ' m
curious about something because |'ve -- |
remember seeing -- |'ve heard that there are
all told in the system are something |ike 270
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par ks?

MR. HERMS: Well, when I left, there
were 279.

MR. PATTON: Okay. You know what ?
That's the number | heard. 279 parks, and in
the process of trying to deal with this
proposed cut, some seventy parks were
I dentified as targeted for closure.

MR. HERMS: Correct.

MR. PATTON: And based on my rough
mat h skills, seventy is twenty-five percent of
280. And so closing twenty-five percent of
the parks achieves a ten percent reduction.
In my m nd, we must talking about a | ot of
these parks are smaller.

MR. HERMS: Very smal | . And so that
becomes the difficult political part the sell
which is you're closing a quarter of the
system. The truth is, and as the Director
testified to the | egislature, and again |I'm
going to go for the numbers, we preserved
ni nety-ei ght percent of our attendance and
ni nety-six percent of our revenue by closing
those seventy parks.

MR. PATTON: Yeah.
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MR. HERMS: So as a sheet with just

names on it, we closed twenty-five percent of

all parks, but if you |look at the percent of
pl aces that Parks people attend and the
revenue that is generated, we only closed

bet ween six and eight percent.

MR. PATTON: Yeah. That makes a | ot

more sense to me. So a |l ot of these small
parks |i ke Stanford House is a park.

MR. HERMS: Yes.

MR. PATTON: Governor's Mansion is
par k.

MR. HERMS: |l s a park.

MR. PATTON: And so these were on
the list --

MR. HERMS: Yes.
MR. PATTON: -- to be targeted --
MR. HERMS: Yes.
MR. PATTON: -- for closure and a
| ot of other one-stop --
MR. HERMS: Very small, yeah.
MR. PATTON: -- small operations.
MR. HERMS: Yeah, yeah. And remot e
pl aces, again.

MR. PATTON: Yeah, okay. But the
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big -- you know, the big parks, the new
Brighton Beach Park, the | arge heavily visited

pl aces.

MR. HERMS: Makes no sense to close
t hem.

MR. PATTON: Ri ght . Okay. So
you -- so a plan was discussed. This was in
just -- recently, in recent years.

MR. HERMS: Well, the discussion
began -- that first discussion began when Ted

Jackson was the Deputy Director for
Oper ations.

MR. PATTON: Was this under Brown's
adm ni stration or --

MR. HERMS: That was under
Schwar zenegger .

MR. PATTON: Yeah.

MR. HERMS: You may remember around
at one point said that he was going to close
every state park.

MR. PATTON: Yeah.

MR. HERMS: | mean, he came out and
said that, and so we were given direction to
begin putting a plan together to do that, and

t hen he changed his m nd and said, no, only
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close -- | don't even remember what the number
was -- forty-eight. The number was fluid, it
was a very political sort of issue. Each
admi ni stration was sort of throwi ng things out
there, pulling them back, and we were trying
to respond to that in a timely manner because,
you know, when the governor says he wants a
list and he wants numbers, he wants it now.
And so we would try and respond to that.

But what we found was -- this was
over about three years, fromthe
Schwar zenegger admi nistration through the
Brown admi nistration, when all these different
proposals were put out there. And we
appreci ated, and even though he's not my boss
anymore, we appreciate the current governor
who said to State Parks this is the size to
cut, you've got some parameters, take your
time, use the parameters, get the

professionals in the room and give me a good

list. And so we had al most a month to do
t hat. Under Schwarzenegger, we had three
days.

And so you can i magine it was

predom nantly cost benefit. It was the dat a,
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Il ncompl ete though it was, that we could get
our hands on really rapidly, and even when we
has had the -- more time to do this, there
isn't a ranking of natural resource i mportance
of all the parks. We had to go into our

hi storic documents, we had to go into other

reports and, in house, have debates.
| testified at a hearing where | was
asked, well, why isn't there -- where did this

park rank on the natural resource i mportance.
There is no ranking. It was a group of
experienced park professionals argued over the
val ue of every single state park, taking into
account all of the criteria. It was a
difficult exercise.

MR. PATTON: So a list of seventy
was -- came up, and this was -- so Brown took
office in 2011.

MR. HERMS: Um hum.

MR. PATTON: So this was sometime in
2011 that this exercise --

MR. HERMS: Al most right away, yeah.

MR. PATTON: Okay.

MR. HERMS: Yeah, because he had his

budget write-up.
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MR. PATTON: That's right. He
wal ked in, and there was some major billions
of dollars short --

MR. HERMS: Ri ght, exactly.

MR. PATTON: -- in the budget, so
he's trying to come up with a viable budget.
And so right at the beginning of 2011 and
then -- so there's discussions and a | ot of
wor k' s being done to identify how do we do
t his.

MR. HERMS: Ri ght .

MR. PATTON: And then | think the
volunteer groups, people started com ng out
from the outside world, the non-government
world, trying to figure out how to help.

MR. HERMS: Ri ght . And that, quite
frankly, at first, you have to remember, our
house is on fire at this point. We're about
to |l ose twenty-two million. We're trying to
figure out how to do this. We're trying to
figure out how do you close a park. In the
hi story of State Parks, a park has never been
cl osed before.

So we're struggling internally with

the |l egal issues, liability issues, the
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personnel issues. How do you move rangers
from one place to another. We're struggling
internally with trying to answer a | ot of very
difficult questions that have never been asked
before. And at the same time we have a | ot of
voi ces on the outside saying, how can we hel p?

So early on -- and | think it's fair
to say, early on, we didn't know how people
could help us early on. In fact, we weren't
even sure if we could turn over a park to a
nonprofit, and in fact, it was subsequent
| egi sl ation that gave us the authority to be
able to do that. That was one of the things
that we went to the | egislature and said, hey,
this would help us if we can do this, and so
that's M. Huffman.

MR. PATTON: So did anybody in Parks
management start having meetings with
representatives of nongovernment entities?

MR. HERMS: Well, | think the short
answer i s yes. Many people came and spoke to
the Director, and probably the most common
contact was with the district superintendants,
all the guys out in the field, because these

were fringe groups.
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Most parks, many parks have fringe
organi zations that support them through
volunteer work, through a wi de variety of just
volunteer stuff that they do to help the park
just on the natural. And so many of these
fringe groups would go to the district
superintendant and say, hey, your park is on
the list, we'll take it over. The district
superintendants, especially early on, did not
know how to react to that. They did not know
if they had the authority to say okay. They
didn't -- there were just a | ot of unanswered
gquestion.

And the adm nistration was
struggling, because remember, this was in the
early days. The Brown admi nistration was
struggling getting staffed up, getting people

in place who could sort of ingest this much

i nformati on. People think that this is a
simpl e exercise. Most people have no idea how
i ncredi bly complicated it was. And we had

| ots of meetings through the state with | ots
of groups, but early on --
MR. PATTON: "We" who had those

meeti ngs?
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MR. HERMS: The district
superintendants, State Parks personnel. But
early on, it wasn't clear what we could say to
them with respect to here's how you could help
us.

MR. PATTON: Was authority then

obtained |legislatively to be able to avai

par ks?

MR. HERMS: Yes, and that came
| ater.

MR. PATTON: In 2011? Well, it's
2012 now

MR. HERMS: | believe it was in the

2011-"'"12 budget is where we saw the authority.

MR. PATTON: Okay. And ultimately,
my understanding is that monies were
contributed and --

MR. HERMS: Yes.

MR. PATTON: -- and vol unteer
efforts were contri buted.

MR. HERMS: Yes.

MR. PATTON: And my understanding is
none of the seventy have ended up being
cl osed.

MR. HERMS: None of the seventy have
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ended up being closed, but | no longer work
for State Parks, so |I'm going to just give you
my unvarnished truth to this.

MR. PATTON: Okay.

MR. HERMS: None of the seventy are
being closed because politically it has become
| mpossi ble to do so. However, many of the
volunteer groups that are stepping up, many of
the fiscal sources that are being provided in
order to keep a park open are not stable.
These are groups that do not have the capacity
to do what they are saying that they're going
to be able to do. And moni es that are being
donat ed, many of which are one-year, two-year,
three-year -- the twenty-two mllion dollar
cut to State Parks is ongoing.

MR. PATTON: And et me just ask
you, that shortfall was filled with donations
then? That's how - -

MR. HERMS: No.

MR. PATTON: -- we've managed to
avoid it?

MR. HERMS: No, no, that is not. I n
the majority of cases, fewer services are

bei ng provided, a | ot fewer services in some
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cases. In some places, it's just volunteers
t hat are going to be doing things. | n ot her
cases, it's donors giving state parks -- for
example, | believe it was -- forgive me. It's

one of our |large forested, beautiful oak

par ks. They gave them 300 -- three different
donors 100, 000 dollars a year for three years,
900, 000 dollars over a three-year period. I
don't know what the total of the dollars were
or the in-kind volunteers, but it is far, far
| ess than twenty-two mllion dollars.

MR. PATTON: Okay. Now, | et me ask
you this. So you never -- in all the -- so
you' ve descri bed a year of dealing with
basically i mpending doom and a very big
shortfall of money and a plan to scale back
operations really by about six percent in
order to achieve that ten percent --

MR. HERMS: Yeah.

MR. PATTON: -- savings --

MR. HERMS: Yeah.

MR. PATTON: -- although the gross
number of park closures is a little more
shocking --

MR. HERMS: Ri ght .
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MR. PATTON: -- but Iin fact, it

sounds |like more like a six percent

curtail ment of Park operations. And t hrough
all these discussions and all this planning
for that, in these executive comm ttee

meeti ngs or anywhere else, you don't recall
ever hearing about there being any additional
moni es that the Parks Department m ght be able
to avail itself of, not contributions, any
addi tional monies within the Parks budget?

MR. HERMS: The Parks budget is very
fluid, so when you say "additional monies",
every year we do a projection on what we're
going to get in fees.

MR. PATTON: Um hum.

MR. HERMS: And when we change fees,
we have to try and think, all right, we raised
some fees, what's that going to give us.

Someti mes when we raise fees, we see an

I ncrease. Someti mes when we raise fees, we
see a decrease. So, yes, there were

di scussi ons about different ways that State
Par ks mi ght be able to bring in additional
funds; however, most of those were in the out

years. They weren't, certainly not for the
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current year, and the projections were
educated guesses. And no one felt confident
enough in those kinds of projections and the
more entrepreneurial things that we were doing
to build it into the budget because if we were
wrong and it went the wrong way, then we're in

a deficit again.

MR. PATTON: Okay. Well, I just --
| have to just throw this out just so | get
your response to this. I n one of the
i nterviews |'ve had, and so we're going to get

Into a couple of levels of hearsay, but |
asked the -- | got one of my first briefings
fromthe new Adm n Services Officer, Aaron
Robertson, who | earned of this information
about a twenty mllion dollar disparity and
actually twenty mllion in undisclosed funds
sitting in a State Parks and Rec account that
had been there for some time and never
expended because they had been undisclosed --

MR. HERMS: Um- hum.

MR. PATTON: -- they'd never been
appropri ated.

MR. HERMS: Um hum.

MR. PATTON: And Mr. Robertson told
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me that -- because | asked him had anyone
i ndicated to you that they -- they're aware or
t hat Ruth was aware of this difference
someti me back prior to Aaron disclosing it to
Rut h, and Robertson told me, | talked to Tony
Perez afterward, after this story had hit,
after it had gone public in response to the
PRA request, | talked to him | asked himdid
you know about this.

He, Perez said he did not know but
he had heard that there was some money out
t here. He said he had heard -- he didn't
describe it as clearly succinctly as a fund
bal ance di screpancy, he just had heard that
there was a pot of money out there. He
believed that there was discussions about this
in the past prior to Aaron com ng to the
depart ment . And | asked Aaron, discussions
amongst whom, and Robertson said, discussions
among Manny Lopez, among Bill Herms, among
M chael Harris.

So we heard from one source,
adm ttedly secondhand, that Tony Perez -- have
you tal ked with anyone since this story hit at

Par ks?
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MR. HERMS: | have talked to
M chael

MR. PATTON: M chael Harris?

MR. HERMS: Mi chael Harris, not
about the details of any of this stuff.

MR. PATTON: You haven't tal ked
about the reported fund discrepancies?

MR. HERMS: No.

MR. PATTON: So this report that
Aaron received from Tony that Tony had heard
sort of vaguely that there was some money out
there and Perez saying to Robertson that he
beli eved he had heard this discussed among
Harris, Herms, Lopez --

MR. HERMS: Um hum.

MR. PATTON: -- not something you
recal | ?

MR. HERMS: No, not at all. And |
think I -- honestly, | think | would have
remember ed. | suspected that -- and I|I've

given this a great deal of thought, that could
this have been discussed but in a way that we
didn't recogni ze what they were saying --

MR. PATTON: Yeah.

MR. HERMS: -- and as |'ve been
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trying to talk to you about the long |ist of
sort of uncertainties and the things that were
in front of us, it's quite possible that in
the context of a |larger budget discussion that
this could have been brought up, but simlarly
not recognized as a surplus because the
liability side seems so |arge that it would
not have shown up as a surplus. lt's
certainly possible. Al'l I know is that at no
time in any meeting did | ever come to hear
anything portrayed as, we got twenty million
dol |l ar of wunallocated money sitting here that
we can use any way that we want.

MR. PATTON: Okay.

MR. HERMS: At no time do | recal
ever hearing that.

MR. PATTON: Okay. Wth regard to

the OHV fund, had you ever heard -- had there
ever been, tell me -- and we started on --
early on and you tal ked about this a little
bit, and then | said |I'd show you the

spreadsheets and we m ght try to identify what

was going on in a few years. We have a

Fi nance Department spreadsheet. The top

section is a SPRF account, and you'll probably
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find it fascinating.

This is the disconnect. This is the
di sparity. The second to | ast number is the
adj usted bal ance reported to the Controller.
This is the balance reported to the Controller
m nus reserves for encumbrances, some deferred
payroll, and you get to an adjusted Controller
bal ance, and then this is what we're told was
in the fund condition statement --

MR. HERMS: Um hum.

MR. PATTON: -- to Finance.

So there's -- at the most recent

year ending June 30, 2011, there was a twenty

mllion dollar disparity. It's been about --
it's been in the twenty mllion dollar range
for about six years. It was | arger for a

period of time in the first part of the 2000s,
and it seems to have got its birth in the

| atter part of the '90s, around '98 when it
started growi ng, had a growth peri od. This is
Its adol escence. Here's its birth,

adol escence, and then adulthood for six years.

MR. HERMS: And |I'm assumi ng you

know how it was born because | still have no
i dea (indiscernible - simultaneous speaking).
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MR. PATTON: Well, we won't go -- |
wasn't there, but we'll see what | am able to
| earn about - -

MR. HERMS: Okay.

MR. PATTON: -- Its conception.

MR. HERMS: " m | ooking forward to
the Bureau of State Audit's report.

MR. PATTON: Yeah. And | -- but I'm

just talking to people who knew somet hing

about this. And a | ot of people have -- there
has been some -- there's been awareness of
this in different circles. That's why |'m

asking you what you m ght have heard because
you were in one --

MR. HERMS: Um hum.

MR. PATTON: -- you were in the
executive circle. In the Off Hi ghway Vehicle
fund, we've had -- and you were there from
‘07 - -

MR. HERMS: Um hum.

MR. PATTON: -- to "11, so I'Ill just
| ook at these five years. The most recent

year is identified as there being a thirty-
t hree-and-a-half mllion dollar disparity,

thirty-three-and-a half | ess reported to
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Fi nance than to the Controller. Well, the
year before, it shows twenty mllion more

being reported to Finance than to the

Controller. For "09 and '08, things are
fairly close. In '"07, again, we've got an
overreport, '07 and '6, much more reported to

Fi nance than to the Controller.

So this -- as | indicated early on,
this has been all over the map --

MR. HERMS: Yeah.

MR. PATTON: -- the OHV. And |'m
sort of curious if you have a recollection of
anything in particular -- you mentioned
sweepi ngs, | oans. Do you recall which years
there m ght have been some borrowi ng of OHV
funds?

MR. HERMS: You know, | don't know
the exact years, but all of that's in the
governor's budget --

MR. PATTON: Yeah, okay.

MR. HERMS: -- because those were
all very openly identified. | know that over
the | ast several years it's been more than a
hundred million; it's been quite a | ot.

MR. PATTON: Okay. Any ot her
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things? Like we've heard about some

Il nteresting credits, some gas tax, swap
doll ars being credited. You ever hear
anything about credits that were one-time
deal s?

MR. HERMS: Not one-time deal s. The
| egi sl ati on --

MR. PATTON: Mul tiple time?

MR. HERMS: Well, but the
| egi sl ation dealt with its ongoing permanent
fundi ng source --

MR. PATTON: Um- hum.

MR. HERMS: -- which is part of
that; it's from gas tax. But it wasn't one
time, and it was done through | egislation
and - -

MR. PATTON: So there has been a gas
tax credit to the OHV account?

MR. HERMS: Yes. That's part of
t heir annual revenue. They - -

MR. PATTON: Do you know how | ong
that's been going on?

MR. HERMS: A long time.

MR. PATTON: Okay. Before you

arrived?
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MR. HERMS: Twenty, thirty years --
oh, yes, yeah.

MR. PATTON: Oh, okay.

MR. HERMS: Quite a long time.

MR. PATTON: Okay. So that's about
as much as you can tell us about OHV?

MR. HERMS: Yeah.

MR. PATTON: Any ot her discussions
ever had that you can recall about the OHV
fund status?

MR. HERMS: The only -- the majority
of the discussions about the OHV fund have
been about the inability of the division to
spend the dollars, to go out and build new --

MR. PATTON: Yeah.

MR. HERMS: And that made them
vul nerable to having their fund borrowed by
the adm nistration to fill the budget gap.

MR. PATTON: Never had heard any
di scussi ons where problems with the reports to
Controller --

MR. HERMS: No.

MR. PATTON: -- versus Finance?

MR. HERMS: No. From my

perspective, all of this is accounting stuff,
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and this was well below a |level that | would

have been involved in at all. l"m-- it's
still not clear to me what all of this is. As
| said, | |l ook forward to the Bureau of State

Audit's report to come out.

MR. PATTON: Anyone ever mention
revenues being generated from automated pay
machi nes?

MR. HERMS: Yeah. There was - -
early on, when it became obvious that State
Par ks budget was going to be negatively
| mpacted and that this was probably going to
just get worse as the years went by, the

Director basically said, let's start | ooking

I nto ways of increasing revenues, all ways, so

|l et's ook at parking |lots where we don't have
a kiosk, we don't have somebody in there. So
she sort of sent the word out to all the
district superintendants, and they began ki nd
of doing an analysis of the system to get at
t hat .

| know that -- | don't know a | ot
about it because that was sort of the Ops side

of the house, but | do know that sites were

i dentified, machines, | believe, were
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purchased, and | don't remember if any got
installed before | left or not. But it was a
program t hat was active and ongoi ng, probably
still is.

MR. PATTON: So you remember

di scussions about automated pay machi ne, that

program?

MR. HERMS: Yes.

MR. PATTON: Do you recall ever
receiving -- being part of a group that

received a report about its success, that

we' ve done it, we've implemented it in part?
MR. HERMS: | cannot recall. It is

certainly possible, but | don't recall anybody

saying or me seeing any pictures of here's

where we put it in. But | remember | ots of

di scussion about movi ng down the road, down

t hat process to get it because there's a | ot

of things. It's not just -- you just don't go
out and buy it and put it in. It's a Sequa
(ph.) analysis, so you've got all kinds of

| egal restrictions and so | heard a great deal

of discussion about the difficulties of moving
forward on this.

MR. PATTON: But no financial status
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reports?

MR. HERMS: No, no.

MR. PATTON: Okay. And nobody ever
mention anything that you recall hearing about
hangi ng onto part of those revenues?

MR. HERMS: No.

MR. PATTON: No.

MR. HERMS: The only discussion
there m ght have been, towards the end, before
| left, the legislature had put into the
budget, because we had devel oped kind of an
entrepreneurial system that said state parks
could hold a small amount of money back, and |
think it was like 3.6 mllion, I'"m not exactly
sure what the number was, and then we could
provi de that money to district superintendants
for themto go out and do things like put in
an automated machine to increase revenues.

And it wasn't just sort of automated
machi nes; it was anything that would increase
revenues in their district but something that
woul d require capital up front. And so there
was a discussion on, all right, how do we
i ncentivize this kind of entrepreneuri al

spirit among our district superintendants.
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So the idea was that we woul d

provide -- they would provide a proposal
saying here's what | want to do. We woul d
eval uate that. I f we thought it had merit, we
woul d provide the capital. They would do

whatever it is they're going to do, and their
revenues would increase. That would fl ow back
to headquarters. Hal f of that revenue, the
di scussion was, would flow back to the
district superintendant as an incentive for
bei ng successful. And the other half would
flow into headquarters where it would go into
SPRF where that would be completely divvied up
amongst all the rest of the units, because
some of the units have much more opportunity
to be entrepreneurial and to make more money
t han other wunits.
And so we were | ooking for that
bal ance of we want to get incentive for those
who can make money, but we recognize those who
can't make money, we need to help them as
well, and so there was this idea of a split.
MR. PATTON: Okay. So a profit-
sharing pl an.

MR. HERMS: Yes, yes, very much so.
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MR. PATTON: Okay. So you've
never -- other than that, you don't really
have any fix on how much monies and increased
revenues mi ght have been attained and how much
was profit shared back out to Operations?

MR. HERMS: The program -- that
particul ar program hadn't even started when
| eft, and in fact, |I'm not sure of its status
today.

MR. PATTON: Okay.

MR. HERMS: So | guess the answer is
no, | don't have any knowl edge of that.

MR. PATTON: ' m sorry. You said
that you've talked with who at Parks since you
|l eft?

MR. HERMS: M chael Harris.

MR. PATTON: Mi chael Harris. And

that's 1t?

MR. HERMS: Oh, | have tal ked to
Rut h, vyes. | talked to Ruth on the phone
guite some time ago. I think she's in Europe
right now, |I'm not sure.

MR. PATTON: You' ve tal ked with her
before or after she resigned?

MR. HERMS: After she resigned.
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MR. PATTON: And what was the
substance of that conversation?

MR. HERMNS: Well, a lot of it was
about the job that | have because | have --
l'"min a unique situation, so we talked about
t hat. We tal ked about her job hunting because
she's |l ooking for jobs. We clearly sort of
stated up front that we weren't going to talk
about this because we knew we weren't supposed
to. So we didn't talk about anything specific
to this.

MR. PATTON: So she never said to
you anything about whether this was all news
to her or --

MR. HERMS: Well, that -- I'"'mtrying
to think of the early days, you know, when
this was all breaking.

MR. PATTON: Um hum.

MR. HERMS: In the early days when
this was all breaking, | don't -- | can't
recall a specific conversation, but in general
| believe that | had a conversation with Ruth

where we both said this was utterly news to
us, that neither one of us had any idea that

there was this twenty mllion dollar
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unal l ocated fund sitting out there, but |
can't remember the specific conversation, but
' m pretty sure | did.

MR. PATTON: When did you | eave?

MR. HERMS: | guess it was early
May, yeah.

MR. PATTON: May . l'"'mtrying to
t hink when -- so where did you first |earn of
this story because | don't think the news
stories came until |ater.

MR. HERMS: And that's when | first
hear d.

MR. PATTON: When?

MR. HERMS: When it was published in
t he Sac Bee.

MR. PATTON: So you -- but you left
in May, so you --

MR. HERMS: Ri ght .

MR. PATTON: -- first talked with
her about it after the news stories came out.

MR. HERMS: After the news story,
yeah, that's correct.

MR. PATTON: And so by then, you're
al ready out of the department.

MR. HERMS: | "' m out of the
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depart ment. But it may have been while she
was still there. | can't remember. She
didn't stay very |long after this broke. |
can't remember - -

MR. PATTON: So you - -

MR. HERMS: As | said, | know that I
had the conversation. | believe that we
tal ked about this, and | think we both were
shocked at the -- what was being reveal ed.

But at that point, we weren't thinking in
terms of sort of legal -- we were just two
good friends who were both shocked about what
was goi ng on.

MR. PATTON: So you'd left, she was
still there.

MR. HERMS: Yeah.

MR. PATTON: The news reports came
out - -

MR. HERMS: Ri ght .

MR. PATTON: -- | think, in July,
and that's when the story basically came out
publicly.

MR. HERMS: Um hum.

MR. PATTON: The review internally,
| think Aaron had initiated a little bit
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earlier than that, about the time you were
| eavi ng, but you had not -- you've never --
MR. HERMS: (I'ndiscernible).
MR. PATTON: Al'l right. Anyt hi ng
el se that you can recall that we ought to be
aware of that | haven't asked you?

MR. HERMS: Things you haven't asked

MR. PATTON: If you were doing my
job, what else would you have asked Bil
Her ms?

MR. HERMS: Well, the big one was,
was | involved in any conversations that
tal ked about a twenty mllion surplus, and |
just want to be crystal clear on that. No,
that there may have been discussions, broader
di scussions on the budget where perhaps that
pi ece may have come in, but at no ti me was
twenty mllion dollar ever identified as

unal |l ocated and that we could use it in any

way we wanted, because if it had, |'d have
used it. |''d have been standing on a table
somewhere saying, let's go use this, as would

Mi chael Harris and Ruth and the entire team.

So, no, | didn't know about that.
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The real concern, the general
concern of the executive team was more about
hitting the twenty-two million ongoing target
and what happens if we can't move peopl e fast
enough, we get sued because somet hing happens
at a park that we closed, any number of
liabilities. What happens if, and we run a
deficiency. These were genuine concerns that
the executive team had, and that's what most
of the discussions were about was how do we
deal with these things.

MR. PATTON: Let me ask you, early
on you indicated that facing a twenty-two
mllion dollar cut, you'd gotten to the
point -- the department had gotten to the
poi nt where reducing staffing |evels,
mai nt enance i ssues, all these things, public
safety was starting to become a concern,
health issues a concern. It had gotten to the
poi nt where the department had identified that
we can't simply absorb this as an across-the-
board cut and not close down some units
because we're now cutting things -- we've gone
beyond the | evel of reasonabl eness.

MR. HERMS: There were many peopl e
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in the department who felt that we had clearly
crossed the |line of going beyond that point of
reasonabl eness already.

MR. PATTON: Now, as a -- in
response, some moni es were donated --

MR. HERMS: Um hum.

MR. PATTON: -- some volunteer
organi zati ons have stepped up, but that
twenty-two mllion dollar gap, which was
cut --

MR. HERMS: Um hum.

MR. PATTON: Ri ght ?

MR. HERMS: Um hum.

MR. PATTON: -- was not met through
contributions.

MR. HERMS: No.

MR. PATTON: And yet none of the
parks, and a | ot of work was gone into setting
up a list of parks, the most appropriate for
closure, the most econom cally viable plan,
and yet nothing was -- no closures occurred.
So it all -- from what | heard, it sounds I|ike
we've gone into this area of woefully
underfunded and public safety -- you're

noddi ng your head yes.
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MR. HERMS: Yes, that is exactly
what has happened, is that the thing that we
wanted to avoid in the beginning, in the end
became the only place that we would be all owed
to go. Politically, it was the only place
t hat we would be allowed to go.

MR. PATTON: To basically reduce
funding and service and mai ntenance |evel to
an unacceptable level, but that's more
acceptable than closing a unit.

MR. HERMS: Correct. That's more
acceptable to the adm nistration, to the
people in the field who have to maintain those
par ks, who have to keep them clean and keep
them safe and serve the public, to many people
in the field it's not, but it's not their
deci si on.

MR. PATTON: Okay. All right. So |
just wanted to be clear that that is -- that's
the territory we've entered into.

MR. HERMS: Yeah. It's unfortunate.

MR. PATTON: All right. Anyt hi ng
el se you want to ad?

MR. HERMS: | am more than happy to

come back and talk if you have additiona
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guesti ons. | love State Parks. | loved ny

time there. This is a difficult situation.
It is a difficult -- this is a difficult one
to get your head around. That's why | said

l'"mreally | ooking forward to the Bureau of

State Audits com ng out and telling us exactly
how much money is there because | know the
| egi sl ature is concerned about, well, if

there's money there, what should we do with
it.
MR. PATTON: Yeah. Okay.
Appreci ate your time. We will go off the
record at 3:37.
(End of audi o)
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TRANSCRI BER' S CERTI FI CATE

WIlliam Herms interview on 9-24-12
STATE OF CALI FORNI A )
) SSs.
COUNTY OF SACRAMENTO )

This is to certify that |
transcri bed the foregoing pages 1 to 54 to the
best of my ability from an audi o recording
submtted by Heidi Webb at the California
Depart ment of Justice, in Sacramento,
California.

| have subscribed this certificate
at New York, New York, this 3rd day of
Oct ober, 2012.

Davi d Rutt

eScri bers, Inc.

--000- -
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